Abstract Based on the spatially adapted Murphy, Shleifer, and Vishny (MSV) model, this paper reviews major concepts of the World Development Report 2009 -density, distance and division.
Introduction
By theoretically employing the monopolistic competition model, it is easier to access and analyze geographical concentration and increasing returns, which have become ever more popular in the field of international trade, development economics, and economic geography. Employing the model that was developed in Oh (2008) , this paper reviews the WDR 2009, with special reference to Korean examples. The concepts of poverty, partial and full industrialization, and Critical Minimum Effort and Retreat will explain the key stages of incipient, intermediate, and advanced urbanization in an economy, as well as spatially blind, connective, and targeted policies. This paper is organized as follows. Section 2 provides a brief description of the model, developed by Oh (2008) . Section 3 reexamines the three major concepts of the WDR 2009 based on theoretical frameworks. Section 4 introduces relevant Korean examples, and Section 5 concludes the paper.
Description of the model
The most important feature of Oh's (2008) study is that it extended the MSV Model by adopting the concept of non-monotonicities in the technological externalities in a spatially agglomerated economy. The adoption of technological externalities to the MSV Model was initially introduced in Paternostro's (1997) paper on dual externalities. He claimed that in an increasingly industrial economy, it is cheaper for one sector to become industrialized. In other words, the fixed cost F decreases as the number of industrialized sectors n increases, and thus, profit becomes an increasing function of n, thereby deriving multiple equilibria.
Oh (2008) argued that the number of firms not only influences the fixed cost F but also the labor productivity α. In other words, in an increasingly industrial economy, it is the cheaper and more productive for one sector to become industrialized, because F decreases and α increases with an increase in the number of firms n. Moreover, his study states that, in the context of nonmonotonic externalities, there is a certain threshold of n that separates concentration from overheated agglomeration as an economy becomes spatially agglomerated. As a result, F and α tend to increase or decrease depending on whether or not the economy is over-concentrated, thereby allowing for non-monotonicities in the technological externalities.
Overall, by adding spatial issues to the MSV model, a modified version of the original model can be derived. Particularly, the profit π of an entering high-tech firm (with increasing returns to scale technology as opposed to a low-tech fringe firm with constant returns to scale) is represented in the following manner:
; α = productivity; L= the total number of workers; k= the total number of sectors ; n= the number of industrialized sectors; F= fixed cost of each industrialized firm Initial agglomeration yields a positive externality to the economy with reduced cost and improved productivity (knowledge spillover, etc.), in which F decreases and α increases.
However, once the number of firms exceeds a certain threshold, congestion becomes dominant, and, as a result, F increases and α decreases. Therefore, profit will begin to decrease once the concentration benefits are exceeded by congestion costs, indicating the possibility of partial industrialization. In other words, unlike the original MSV model where industrialization gets off the ground when every firm participates in the market, an economy may get stuck in a state of partial industrialization.
However, this partial industrialization may not be the final destination of an economy. As indicated in Figure 1 , even if an economy plunges into a zero-profit partial industrialization stage, it may recover if the external diseconomies of congestion disappear. For example, such an upturn can occur by expanding infrastructure networks. Subsequently, the threshold that distinguishes agglomeration from overconcentration shifts to the right. Simultaneously, external economies will dominate again, as a result of which F decreases α increases with an increase in n. In this case, profits will begin increasing again in order to attain the state of full industrialization.
Consequently, the economy observes three multiple and stable equilibria a, b, and c that exhibit the poverty trap, partial industrialization, and full industrialization, respectively. Additionally, Figure 1 explains Critical Minimum Effort (CME) and Critical Minimum Retreat (CMR). Initially argued by Leibenstein (1957) , CME refers to the level of investment required by an underdeveloped country in order to escape from the vicious circle of poverty. In that light, Critical Minimum Effort may be interpreted as the smallest number of n, denoted by n 2 * , such that once the number of industrialized sectors in an economy exceed n 2 * , the other sectors industrialize on their own so that the economy is not getting caught in a state of partial industrialization. This partial industrialization is primarily attributable to issues of overconcentration and congestion. If these issues are resolved, the economy will attract investments from various industrialized sectors, which will eventually become equal to and exceed n 2 * . On the other hand, CMR is a new concept, referring to the smallest number of n, denoted by n 1 * , such that once the number of remaining industrialized sectors is less than n 1 * , the others will leave the economy to avoid losses. When this occurs, the economy will collapse into the poverty trap with zero industrialization. This would occur if an economy is unable to solve its congestion problems and if external diseconomies of scale are too dominant to permit industrialized firms to sustain their businesses. Based on the stylized facts of urbanization and the discussion of agglomeration economies presented in Chapter 1 and Chapter 4, respectively, it is claimed that the overall objective of urbanization policies must be for building economic density in a manner that maximizes the potential benefits of agglomeration economies for society. In order to assist in the achievement of this objective, Chapter 7 of the report ("Concentration without Congestion: Managing and Integrated Portfolio of Places"), particularly describes a framework for urbanization policies in developing countries. This framework adopts an area-based approach, claiming that the appropriate spatial scale is an intermediate one, corresponding to sub-national areas, for example, the state or provincial level.
The framework distinguishes among the following three types of areas in developing countries: (1) incipient urbanization areas (less than 25 percent urban); (2) intermediate urbanization areas (between 25 and 75 percent urban); and (3) advanced urbanization areas (more than 75 percent urban). The policy challenge varies, depending on the type of areas. For incipient urbanization areas, the challenge is to build economic density; for intermediate urbanization areas, it is to build density and overcome problems of distance associated with congestion; and for advanced urbanization areas, it is to build density, overcome distance, and tackle economic and social division, caused by, for instance, the existence of slums within cities.
Therefore, as the level of urbanization increases, the policy challenge escalate from being 1D (density), to 2D (density, distance), and further to 3D (density, distance, division).
Correspondingly, different sets of instruments are required in order to tackle each of these different dimensions effectively. Spatially blind policy instruments of institution building are designed for building density, spatially connective instruments for overcoming problems of distance, and spatially targeted policies for economic and social divisions within cities.
Interestingly, concentration and congestion, as referenced in the report correspond to exiting the poverty trap and getting stuck in a partial industrialization stage, as examined in Oh (2008) .
Additionally, the concept of 1D (incipient urbanization), 2D (intermediate urbanization), and 3D (advanced urbanization) directly correspond to the concept of the three equilibria (poverty trap, partial industrialization, and full industrialization in my paper). Finally, appropriate policies (spatially blind, connective, and targeted) at each stage of urbanization may be explained through CME and CMR. That all being said, the spatial version of the extended MSV Model will operate as a theoretical framework for the WDR 2009. Based on the spatial perspectives of the MSV model, incipient urbanization areas with 1D policies may correspond to an economy that has merely begun the big push and is exiting the poverty trap, i.e., point a in Figure 1 . With increasing agglomeration and urbanization, the economy will be centered around areas that are at the stage of intermediate urbanization areas, which can be referred to as point b in the model, or the partially industrialized stage. Successful urbanization may be achieved following the provision and efficient management of spatially connective infrastructure in the transport sector, which can be referred to as CME. With the successful CME, the economy will eventually achieve advanced urbanization, or point c (full industrialization); however, with a CMR, the economy may revert to a. Each stage requires effective policies in order to protect to the next stage, i.e., spatially blind policies for stage a, spatially connective policies for stage b, and spatially targeted policies for stage c. Since the Seoul Metropolitan area has already been introduced in Oh (2008) , this paper discusses the other two regions. 
4.1.Eumseong County
For areas that are at the stage of incipient urbanization, policy priorities must be to provide basic social services and flexible land conversion for building regional density, which must be spatially blind, i.e., the policies must be effective throughout the region. Eumseong is a successful example in this regard. Employing the terms in the spatial MSV model, the region was able to exit point a ( Figure 1 ) and was prepared to enter the subsequent stage because of successful density building (1D) policies, including increasing the number of secondary schools and hospitals, as well as rate of water supply.
In addition to basic social services, nationwide flexibility has been experienced with respect to land use conversion. Ever since Korea exited the agricultural society and entered the industrial era, it has required land for factories, buildings, and other institutions. Therefore, the government has been responsive with regard to converting agricultural into industrialized land. 1 In certain cases, the government has enacted special laws and converted agricultural land into industrial complexes or expanded existing ones. Currently, there are 30 national industrial complexes throughout the country. In addition to these complexes, which are rather large and governed by the central government, local governments were encouraged by the central government for facilitating industrialization on the local level by creating small industrial complexes within these regions. In this regard, Eumseong County built several industrial complexes within its territory by converting a portion of its agricultural lands or forests into industrial lands. This conversion has been active since Korea adopted a decentralized administration system in 1995. In this new system, local people elect their mayors and local governments do not receive a budget from the central government. In order to finance itself, Eumseong attempted to host as many industries as possible by offering them space in the complexes. It must be noted that before Eumseong built these industrial complexes, the region had already measured up to its potential by establishing spatially blind institutions of basic social services despite lagging behind in terms of urbanization. Subsequently, opportunities for industrialization emerged-the region became a stopover along the Jungbu highway connecting Seoul and Daejeon (opened on December 3, 1987). Ever since, several companies in the Seoul
Metropolitan Area began visiting Eumseong in order to draw benefit from the lower rents and 1 In a majority of the cases, land use conversion is irreversible in the sense that once agricultural land is converted into industrialized land, it is very difficult to use it for agricultural purposes again.
wages. Industrialization was further facilitated in the 1990s when Eumseong developed several industrial complexes in order to host additional firms and secure incremental revenue. As a result, Eumseong entered the stage of incipient industrialization. The number of the firms (including those in the industrial complexes) involved in production in the county rose to 89 in 2006, with a total of 3,021 employees and outputs worth 23,445 billon won (Table 3) . 
Daegu Metropolitan Area
Located in the southern part of the Korean peninsula, Daegu has been recognized for its leading textile industry since the early 20 th century, thereby resulting in the formation of a localization economy. In 1949, 16% of Korea's entire textile industry was agglomerated in this city. Once Korea adopted export-oriented policies in the 1960s, the country exported those goods that had a competitive advantage, and the labor-intensive industry in this region, like the textile industry, developed further. This trend continued, and according to recent data, the textile industry in Daegu accounts for a significant proportion of its manufacturing industry. The original data divided the textiles sector into three categories (textiles except sewn wearing apparel, sewn wearing apparel and fur articles, and tanning and dressing of leather). For simplicity, this paper combines these three categories.
Similar to other cities in Korea, Daegu was once at an incipient stage of urban development.
As stated in the WDR 2009, "spatially blind policies" are required at the stage of incipient urbanization in order to exit the poverty trap, denoted as point a in Oh's (2008) model. Various sources of data indicate that Daegu had concrete policies that contributed to its density building.
For example, education investments in the region have gradually increased and the number of students per teacher have steadily decreased at all levels including elementary, middle, and high school, which implies that the quality of public education has improved over the past three decades. In addition, there have been improvements in the health care system. The number of hospitals per million people in the Daegu area has been increasing since 1981. Moreover, the rate of water supply has been maintained at over 90% since 1980 (Daegu Metropolitan Government).
All these examples imply that basic nationwide social service policies improved the social welfare and contributed to the density building of the city.
Additionally, Oh's (2008) In addition to intra-regional connectivity, inter-regional connective policies are rather active.
Ever since the first highway connecting Seoul and Busan via Daegu was built in 1970; six highways connecting the Daegu area to other parts of Korea have been constructed (Table 6 ).
Currently, three new highways are under construction. The first benefit of spatially connective policies is decentralization. According to Table 7, Daegu's GDP in the manufacturing sectors has been declining since 1995 ($6.16 billion in 1995, $4.86 billion in 2000, and $4.84billion in 2005 ; approximate values with constant prices at 2000).
As such, the ratio of the GDP in the manufacturing sectors to whole sectors declined from 30.3%
to 21.3%. On the other hand, as indicated in Table 7 , the GDP in the manufacturing sectors increased in the neighboring Gyeongsangbukdo Province (both in terms of numbers and ratio), confirming the decentralization of manufacturing sectors in the neighboring provinces. An interesting phenomenon is that certain regions lay greater emphasis on particular Simultaneously, the industrial structure within Daegu is becoming increasingly diversified. Although there is diversification within the city in terms of the presence of various industrial sectors, the city is becoming localized with respect to industrial complexes. For example, almost all the companies in the Jesam-gongdan industrial complex are in the machinery sector and the Daegu Dying complex, as its name indicates, is entirely occupied by textile companies. Overall, the textile industry is evolving. Daegu Metropolitan City launched the supposed Milano Project for nurturing the textile business in this area in order to make them increasingly competitive in the global market. Six-hundred eighty billion won will be invested in this project, which will attempt to transform the structure of Daegu's textile business from a low-skilled labor intensive to a high value added industry and lay more emphasis on fashion design research.
Conclusion
Scott ( For urban and development policies to be successful, space must be taken into consideration.
In other words, "spatially connective" policies must follow density building in order to reduce distance, and "spatially targeted" policies must follow spatially connective policies in order to resolve division problems. In the absence of effective connective policies, initial concentration will only focus on congestion. In the absence of effective targeted policies, a region cannot be integrated. A combination of 1D, 2D, and 3D policies is required in order to achieve economic growth and, eventually, a comprehensive integration of an economy.
